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ABSTRACT 
The use of EDI has grown rapidly since the late 1970s, especially in North American 
and Europe where it is becoming a prerequisite of doing business with many 
multinational companies. Many larger companies in Hong Kong has akeady used EDI. 
This study examined the impact of EDI usage on the choice of trading partners. The 
data was coUected by a mail survey from a sample of EDI user companies in Hong 
Kong. Three hypotheses were formulated and tested. 
The first hypothesis tested whether retailers consider EDI capabiHty as a more 
important influential factor in selecting suppUers than distributors/manufacturers do. 
The result does not show a significant different between retailers and 
distributors/manufacturers at a confidence level of0.05. 
The third hypothesis tested whether high EDI usage companies prefer EDI-capable 
trading partners more than low EDI usage companies do. On the sales side, with a 
sample of size 11, the result does not show a significant different between high EDI 
usage companies and low EDI usage companies at a confidence level of 0.05. 
The remaining hypothesis tests were not performed due to the smaU sample size. The 
major weakness of this research was the low response rate, it would be unwise to draw 
i i i 
any general conclusions about the findings. Generally there is still a survival capacity 
for non-EDI-capable companies to keep trade with the local trading partners. 
However, they should be very cautious when EDI becomes much wider used. 
Last but not least, there are stiU a number of EDI implementation problems needed to 
be solved. To strengthen Hong Kong's status as a key business center in the world 
and its role as an electronic information hub in Asia-Pacific, there is still a long way to 
go. 
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"In international trade, the use of electronic data interchange (EDI) and electronic 
commerce services is increasingly popular ——especiaUy among larger companies. To 
strengthen Hong Kong's status as a key business center in the world and its role as an 
electronic information hub in Asia-Pacific, it is a must to encourage the wider use of 
EDI and electronic commerce in Hong Kong." said Mrs. Anna Lai，the Deputy 
Executive Director of the Hong Kong Trade Development Council (TDC)\ 
EDI is defined as "the transmission of business transaction information in computer-
readable form between organizations in a standard format" [B1]. 
The use of EDI has grown rapidly since the late 1970s, especiaUy in Europe and North 
American where it is becoming a prerequisite of doing business with many 
multinational companies. Companies in these countries are increasingly implementing 
EDI with their suppUers and customers. Wider use of EDI in Hong Kong could be 
very helpful in improving trade and maintaining the competitiveness of Hong Kong in 
1 TDC and Tradelink Electronic Document Services Ltd. (Tradelink) have entered 
into a co-operative agreement to promote the use and awareness of electronic information services, 
EDI and electronic commerce to Hong Kong's trading community on 26 November, 1992. 
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international markets. EDI could be seen to be an important part of an effective 
foreign trade infrastructure. 
Also, availability of EDI could encourage companies to implement just in-time and 
other competitive management practices, so EDI has a great potential for improving 
domestic trade, thus optimizing the use of limited resources and existing 
infrastructures. 
Many larger companies in Hong Kong has akeady used EDI to communicate with 
customers in Europe and North America. Sooner or later, with the rapid growth of 
EDI usage in the local area, it will also become a prerequiske of doing business in 
Hong Kong. Companies in Hong Kong are needed to be aware of the importance of 
EDI in order not to lose their competitive advantages. 
Research Objective 
There are a number of empiricaUy-based studies on EDI, including EDI adoption, 
extent of EDI usage, implementation strategies, benefits associated with EDI, and 
impact on purchasing functions. AU these studies are focused on the issues within a 
single company. However, EDI is an activity between at least two companies, a 
company cannot simply implement EDI without the involvement of its trading partners. 
As few studies sought to track EDI usage over the choice of trading partners, the 
purpose of this research was to study the impact of EDI usage on the choice of trading 
partners. This study attempted to provide empirical evidence of the impact, if any, of 
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EDI usage on trading relationship. Specifically, this study addressed the following 
three issues: 
1. The current usage level of transaction oriented EDI in Hong Kong, 
2. The relative importance of EDI capability as an influential factor in selecting 
suppliers, and 
3. The likeHhood that a company selects or switches trading partner due to the factor 
of EDI capability. 
To examine these issues, we reviewed past conceptual and empirical researches on 
EDI adoption and benefits, formulated hypotheses on the impact of EDI usage over 
the choice of trading partners, and tested their vaUdity with a sample of Hong Kong 
EDI users. The result was used to determine the survival capacity of non-EDI-capable 
company and to derive managerial implication to non-EDI-capable companies in Hong 
Kong. 
Organization 
In the foUowing sessions, Chapter II provides an overview of EDI, its history, and one 
of its classification. 
Chapter III includes a summary of the Uterature review concerning EDI adoption, 
extent of EDI usage, implementation strategies, benefits associated with EDI, and 
impact on purchasing functions. 
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Chapter IV describes the formulation of the hypotheses, provides the definition of 
various terms and the research methodology. 
Chapter V describes the procedure of data analysis with the results of the empirical 
findings. 
Chapter VI contains an interview study conducted with a local EDI-capable retailer, 
the review of the company's EDI implementation strategy and connection strategy was 
included. 
Lastly chapter VII, the conclusion, comprises a summary of hypotheses testing result, 
Umitation of this research, suggestions for future research, managerial implication，and 
a brief note of EDI in Singapore. 
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CHAPTER II 
ELECTRONIC DATA INTERCHANGE (EDI) 
Definition 
EDI is defined by the UN>^DIFACT standard (1984) as the electronic transfer from 
computer to computer of commercial or administrative transactions using an agreed 
standard to structure the transaction or message data. 
History 
One previous study estimates that as much as 70% of the output from one computer 
eventually becomes input to another computer. Computers that exchange information 
are typicaUy mirror-image business applications owned by two trading partners. The 
most common trading partners are suppliers and customers. An example would be the 
generation of purchase orders from customer's purchasing system to supplier's sales 
order entry system. 
When paper documents are used, the transaction is prepared and sent by the 
originating company, deUvered by hand, through the postal system, or by fax, then 
received and key-punched by the receiving company. It was estimated that 25% of 
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document cost is data entry. Repeated re-keying is not simply expensive, also 
sometimes unreliable due to typing errors that had to be detected, traced and resolved. 
To reduce the cost of this non-value-added process, companies have started to 
exchange electronic data. 
Exchange of trading data in electronic form is not new. As early as the 1960s, trading 
partners who exchanged large volumes of transactions were utiHzing media such as 
punch card and magnetic tapes. The originating company would prepare the 
transaction in a defined appHcation formats in a set of punch cards or a tape, and 
deHvered it to the receiving company. The receiving company then created a computer 
process to read the data directly into its business application. 
However, the cost of these proprietary data exchange method was quite high for two 
reasons: 
1. The cost of the media and the transportation of the media were both so high that 
exchange tended to be less frequent than by paper. 
2. The formats employed were specific to the applications and were not easily 
adapted to another application or trading partner. 
During 1970s, developments in telecommunications enabled these data transfers to 
move more rapidly through dial-up Une, leased Une, or value-added network (VAN). 
Computer telecommunications solved the problem of high media cost. But, as long as 
electronic interchanges were based on proprietary formats agreed between two trading 
partners, it was still difficult for a company to exchange data electronicaUy with many 
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trading partners. Each trading relationship required ks own software infrastructure, 
only the large suppliers or customers could support this technique. It was impossible 
for marginal and low-volume trading partners to justify the cost. 
Began in 1968, the Transportation Data Coordinating Committee (TDCC) [W1] 
organized by a smaU group of shippers and carriers started to develop a 
communications standard for shipping industry. In 1974，the book industry started to 
develop their own standards as BISAC (Book Industry Systems Advisory Committee) 
[W2]. Until 1980, a cooperative effort between industry groups began to work for a 
national EDI standards, such as the North America ANSI X.12. 
Nowadays, the use of EDI requires a common message format to be foUowed by aU 
participants in the trade cycle. The international EDI standard, UN/EDIFACT (EDI 
for Administration, Commerce and Transport) has been adapted and is being promoted 
in Hong Kong and Asian Region. 
Classification 
There are several classifications of EDI. One classification system is: [B2] 
1 • Information Oriented EDI 
This is the interchange of relatively static data, such as price catalogues and 
technical data that wiU be read, perhaps updated and probably retained by the 
receiving company. 
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2. Transaction Oriented EDI 
This is the business transaction. Its receipt and/or transmission triggers business 
process within the organization. Examples of such data are purchase orders, 
delivery notes, and invoices. 
3. Electronic Funds Transfer (EFT) 
EFT relates speciflcaUy to messages concerning the transfer of funds between two 
companies. A financial institution (usually a bank) is always involved. 
Transaction oriented EDI could be seen to be fundamental to business operations, and 





EDI is not a single event or activity, it is a catalyst for significant business process 
changes. Companies that adopt EDI technology are able to make business process 
changes that will end up with additional benefit and lower cost. 
The retailers in Bemfield's sample [P1] only adopted EDI after a series of changes to 
their internal systems based on item level information. As a result of these changes, 
EDI implementations have been proved to be very profitable for the retailers. In order 
to maximize strategic benefits, Bemfield emphasizes that EDI is best seen not as a 
technology but as one means of developing new retaiIer-suppHer relationships, based 
on operational and organizational changes made by both parties. 
WiUiams [P2] identifies the characteristics of companies within the marketing channel. 
SuppUers are characterized as large organizations with high levels of demand 
uncertainty. Customers also perceive themselves as operating in highly uncertain 
markets. She fmds that EDI enables both parties to reduce demand uncertainty by 
enabling each partner to look into its partner's production schedules and inventory 
levels. This immediate access of information reduces time and uncertainty because it 
conceptually brings the channel closer together. 
10 
Walton [P3] provides some insights into the EDI implementation process. Customers 
within the marketing channel reported considering EDI implementation with 250 
partners, but their actual number of EDI partners, once involved with EDI, is more 
than doubled to 495. 
Banerjee and Sriram [P4] find that when regular approval is not required for routine 
orders in a company, suppHer monitoring can be reduced. When conventional 
authorization is not required in replenishment orders, ordering and scheduUng activities 
can be integrated, and the paperless environment of EDI is not perceived as a problem. 
These types of companies seem to have taken a lead in truly implementing an 
automated integrated environment. Automation by EDI tends to promote a long-term 
customer-suppUer relationship that lead to increased mutual trust. Consequently it 
may, in the long run, reduce the number of personnel required in the purchasing 
department. 
In another study of Banerjee and Sriram [P5], they fmd that companies which 
encourage their suppUers to use EDI create significant changes in purchasing 
procedures (e.g., less monitoring of suppUers, automatic reordering, simpUfied order 
approval processes) and also reduce operating inefficiencies, possibly because they best 
understand how to capitaUze on their benefits. In order to minimize disruptive 
organizational changes, Banerjee and Sriram suggest company needs to take the 
initiative in adopting and encouraging its trading partners to adopt EDI. [P4] In order 
to benefit fuUy from EDI, a company should increase both the percentage of its 
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suppliers using EDI and the percentage of its purchasing transactions conducted 
through EDI. 
In a case study conducted by Vlosky, Smith, and Wilson [P6] on customer-suppHer 
relationship in a marketing channel of home center customers and wood product 
suppliers，customers and suppliers have developed strategies and tactics to implement 
EDI. For most of the part, the EDI strategies are executed by customers in a proactive 
benefits driven mode and by suppUers in a reactive mode in response to customer-
driven requirements. 
An empirical investigation by Iacovou, Benbasat, and Dexter [P7] suggests a major 
reason why small companies become EDI-capable is due to external pressure, 
especiaUy from trading partners. SmaU organizations that are pressured into adopting 
EDI wiU reap Hmited benefits unless they are wiUing and capable of investing the 
resources necessary to integrate the system within their operations. In their findings, a 
large number of smaU organizations tend to lack the needed high organizational 
readiness and perceived benefits that are required for integrated, high-impact systems. 
Zack [P8] concludes, in his study, that consumer goods manufacturers perceive EDI as 
an issue of pragmatics — doing business as required by key retailer customers, and as 
a strategic business decision 一 increasing sales and improving inter-organizational 
business processes. Cost reduction is a less important factor in adopting EDI. 
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Rogers, Daugherty, and Stank [P9] fmd that companies with EDI in place have 
indicated significantly greater ease in accommodating special requests and events than 
companies which have not implemented EDI. This impHes that companies with EDI 
should be able to be more customer responsive, and generaUy offer significantly more 
services. The EDI provides a connection which creates a closeness between the 
suppHer and its customers. This closeness makes it much easier for the suppHer to 
offer a large number of services and to make those services more tailored and complex. 







In a vertical chain comprises material suppUers, product manufacturers, distributors, 
and retailers, we first test which industrial segment is more sensitive to EDI or which 
industrial segment considers EDI capabiHty as a more important influential factor in 
selecting suppliers. 
From the case study conducted by Vlosky, Smith, and Wilson [P6], it was found that 
EDI strategies are executed by customers in a proactive benefits driven mode and by 
suppHers in a reactive mode. We expect that downstream companies in the vertical 
chain, i.e. retailers, should consider EDI more important than the upstream companies, 
i.e. distributors or manufacturers. Also in Bemfields' sample [P1], it has been proved 
that EDI is very profitable for retailers. Hence, we could expect: 
2 The process chain that begins with the acquisition of raw materials and ends with 
the distribution and sale of finished goods. 
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Hl: Retailers consider EDI capabiUty as a more important influential factor in 
selecting suppliers than Distributors/Manufacturers do. 
After the analysis of relative importance of EDI capabiHty over industrial segment, the 
next step is to test the impact of EDI over high EDI usage companies and low EDI 
usage companies. 
As Banerjee and Sriram [P4] emphasizes that in order to benefit fuUy from EDI, a 
company should increase both the percentage of its suppUers using EDI and the 
percentage of its purchasing transactions conducted via EDI. Once involved with EDI, 
the efficiencies and benefits derived from using EDI can motivate a company to further 
extend its scope to include other trading partners. High EDI usage companies will be 
more EDI concern than low EDI usage companies in selecting suppliers. Hence we 
could expect: 
H2: High EDI usage companies consider EDI capability as a more important 
influential factor in selecting suppliers than low EDI usage companies do. 
Another impact over high EDI usage companies and low EDI usage companies, we 
need to concern, is their attitudes towards the likelihood that they wiU select or switch 
trading partner due to the factor of EDI capability. Different from the previous 
hypothesis, this one is to determine whether EDI users will take action to eliminate 
non-EDI-capable trading partners. We think that this attitude is similar to the attitude 
towards the importance of EDI capability and hence expect: 
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H3: High EDI usage companies prefer EDI-capable trading partner more than low 
EDI usage companies do. 
After identifying the industrial segment of our major customers and understanding their 
EDI usage level, together with the result of these three hypotheses testing, we are able 
to derive risk level when not implementing EDI at once, in another word, the 
possibiUty of losing business and trading partners. When we have an idea of the 
survival capacity we are in, we are able to choose the appropriate EDI implementation 
pace, so as to accomplish the corresponding internal system changes. 
Measurement of EDI Usage 
The measurement of EDI usage proposed by Massetti and Zmud [P10] was used in 
this study. The measurement consists of four distinct facets: volume, breadth, diversity 
and depth. This measurement scheme is aimed at supporting the bridge between EDI 
strategy and operations, and is helpful to consider each facet from both organizational 
and functional perspectives. They are: 
1. EDI volume, which represents the extent to which a company's transaction 
documents are handled through EDI, is determined by dividing the total number of 
transaction documents handled through EDI by the total number of the transaction 
documents. It illustrates an organization's progress towards EDI. 
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2. EDI breath, which represents the extent to which a company has established EDI 
connections with its trading partners, is determined by the percentage of trading 
partners with whom EDI connection have been established. It indicates how 
successful a company has been and how wiUing it appears to be in estabUshing EDI 
connections with its trading partners. 
3. EDI diversity refers to the number of distinct transaction types an organization 
handles though EDI with its trading partners. It indicates the progress that has 
been made in handling a company's transactions through EDL 
4. EDI depth refers to the degree of EDI integration or the degree of electronic 
consoUdation that has been estabUshed between the business process of two or 
more trading partners. 
EDI integration is the process during which a company alters its business practices and 
applications to Unk up with the EDI interface. In this study, two levels [B1] were 
used: 
1) The so-called door-to-door EDI which from the receiver's point of view involves 
nothing more than printing out EDI transaction to produce an input form for a key 
punch operator. For the sender, the transaction must be entered into a standalone 
PC and send out in electronic form. 
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2) The second one is truly integrating EDI transaction data into applications. While 
this wiU potentiaUy reduces manual effort, redundant data entry, and typing errors, 
it does require additional effort and agreement between the trading partners to 
ensure consistency and correct interpretation of information. 
This survey studied the EDI usage on the transaction oriented data, and focused on 
four transactions: purchase order, dispatch advice, receiving advice, and invoice. 
Choice of Trading Partner 
The choice of trading partner was measured by two attitudes: the relative importance 
ofEDI capabiUty as an influential factor in selecting suppliers, and the likeUhood that a 
company selects or switches trading partner due to the factor of EDI capability. 
Relative Importance of EDI Capability as an Influential Factor 
in Selecting Suppliers 
The first attitude is the relative importance of the EDI capabiHty as an influential factor 
in selecting suppUers. Past studies have identified the foUowing factors as the most 
influential factors in selecting suppliers [B3]. 
1. Product 
• Quality of the products 
• Brand name 
• Market share of the product 
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2. Price 
• Price level 
• Price flexibility 
3. Delivery 
• Delivery speed 
• Delivery time flexibility 
• Delivery time reliability 
• Delivery quantity reliability 
4. Customer Services 
• Willing to meet special needs 
• Provides goods retum 
• Maintains inventory for stable supply 
• Provides credit limit and credit term 
5. Sales Force's Image 
6. Supplier's Image 
The importance of these influential factors in selecting suppUer wiE be measured in the 
survey. 
Likelihood that a Company Selects or Switches Trading Partner 
due to the Factor ofEDI Capability 
The second attitude is the KkeUhood that a company selects or switches trading partner 
due to the factor of EDI capabiHty. Several situational questions were designed to 




The hypotheses were tested on a sample of Hong Kong EDI users. A convenient 
sample was selected out of the approximate three hundred EDI members of Hong 
Kong Article Numbering Association (HKANA). The association is an independent 
non-profit making industry body with representation from retailers, manufacturers and 
traders. The sample of 136 companies was selected based on the availabiUty of maHing 
address. 
In January 1998, a survey questionnaire (Appendix B) was sent to the companies 
nominated EDI contact person with a covering letter (Appendix A) explaining the aim 
of the survey and a stamped reply envelope. Questionnaires were to be returned to a 
university address, and the only incentive to participants was the promise of a copy of 
the result. 
The questionnaire was divided into three sections 一 company information, purchasing 
section and sales section. Participants were asked to provide company data such as 
primary business area and number of employees. The questions in the purchasing 
section and sales section were structured around the following research questions: 
• What is the current usage level of transaction oriented EDI on both purchasing side 
and sales side? 
• What is the respondent's perceptions on EDI-capable suppUers and non-EDI-
capable suppliers? 
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• How different influential factors affect the respondent's choice of suppliers? 
• WiU the respondent's company start trading with a new suppHer simply because it 
is EDI-capable? 
• Will the respondent's company switch orders to the EDI-capable supplier? 
• WiU the respondent's company refuse to trade with a new trading partner simply 
because it is not EDI-capable? 
• WiU the respondent's company stop trading with an existing trading partner simply 
because it is not EDI-capable? 
Evaluation of the perceptions of EDI-capable suppUers and non-EDI-capable suppHers 
on each of the influential factors were based on a series of interval scales. Seven-point 
semantic differential style scales with bipolar descriptors anchored with "EDI-capable 
suppUers are definitely better" and "Non-EDI-capable suppHers are definitely better" 
were used (1 = "EDI-capable suppUers are definitely better", 3 = “No difference, 7 = 
"Non-EDI-capable suppliers are definitely better"). 
Evaluation of the extent of the influential factors in selecting suppHers were based on 
five-point scales (1 = "Not at aU", 2 = "To a smaU extent", 3 = "To a moderate 
extent", 4 = "To a great extent", 5 = “To a very great extent"). 
The situational questions concerning the Ukelihood that a company selects or switches 
trading partner due to the factor of EDI capabiHty were evaluated based on another 





A total of 136 questionnaires were mailed out, six were returned undeUverable. Of the 
130 questionnaires delivered, 13 usable questionnaires were returned, resulting in a 
10% response rate. 
Demographic characteristics of the usage sample are summarized in Table 1. The 
sample is composed of companies from five industries. HaLf of the respondents 
belongs to the food industry, a quarter of respondents is from the fast moving 
consumer goods industry, the remaining quarter consists of companies from health 
care, pharmaceuticals and other industries. Concerning the industrial segment, half of 
the respondents is distributor, one-third is product manufacturer, and the remaining 
one-sixth is retailer. 
TABLE 1 
SUMMARY OF KEY DEMOGRAPHIC CHARACTERISTICS OF THE SAMPLE 
Industry ‘ Frequency ^ 
Fast Moving Consumer Goods 3 23.1 
Food 7 53.8 
Health Care 1 7 7 
Pharmaceuticals 1 77 
Miscellaneous 1 77 
Total n 100.0 
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TABLE 1 (CONT'D) 
SUMMARY OF KEY DEMOGRAPHIC CHARACTERISTICS OF THE SAMPLE 
Industrial segment Frequency % 
Material Supplier - _ 
Product Manufacturer 4 30.8 
DistributorAVholesaler 7 53.8 
Retailer 2 15.4 
Total B 100.0 
The respondent's perceptions on EDI-capable suppHers and non-EDI-capable suppliers 
on each of the influential factors in selecting suppUers are summarized in Table 2. The 
importance of each influential factor is shown side by side in the same table for 
reference. In the perception column, aU means of the influential factors are below 
4.00. We are not going to proof this statistically, but it seems that EDI-capable 
suppHers, perceived by most of the respondents, are sUghtly better than non-EDI-
capable suppliers on every aspects. 
Interesting to know (without proof) that the top three factors that the respondents 
think EDI-capable suppHers are definitely better are: 1) maintain inventory for stable 
supply, 2) sales force's image, and 3) supplier's image. The last three factors are: 1) 
price flexibility, 2) brand name, and 3) quality of products. 
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TABLE 13 
SUMMARY OF PERCEPTIONS ON EDI-CAPABLE SUPPLIERS 
AND NON-EDI-CAPABLE SUPPLIERS 
Importance ” Perception *^  
Variable Mean SD Min Max Mean SD Mhi Max 
Product Quality ~ ~ 4 3 8 ^ l 0 0 l 0 0 3 M m LOO 4.00 
Brand Name 3.54 1.39 1.00 5.00 3.64 .67 2.00 4.00 
Market Share 3.69 1.25 2.00 5.00 3.36 1.03 1.00 4.00 
Price Level 4.08 .76 3.00 5.00 3.64 .81 2.00 4.00 
Price Flexibility 3.38 1.12 2.00 5.00 3.73 1.27 1.00 6.00 
Delivery Speed 3.92 .86 3.00 5.00 3.18 1.33 1.00 5.00 
Delivery Time Flexibility 3.92 1.04 2.00 5.00 3.27 1.35 1.00 6.00 
Delivery Time Reliability 4.15 .80 3.00 5.00 2.91 1.04 1.00 4.00 
Delivery Qty Reliability 3.92 .95 2.00 5.00 3.09 1.04 1.00 4.00 
Meet Special Needs 4.15 .55 3.00 5.00 3.27 1.35 1.00 6.00 
Good Return 3.92 .86 2.00 5.00 3.55 1.13 1.00 5.00 
Maintain Inventory 4.31 .48 4.00 5.00 2.82 1.17 1.00 4.00 
Provide Credit 3.85 .80 2.00 5.00 3.55 1.04 1.00 4.00 
Sales Force 3.38 1.19 1.00 5.00 2.73 1.01 1.00 4.00 
Supplier's Image 3.38 .96 2.00 5.00 2.73 1.01 1.00 4.00 
*1 Five-point scales: 1 - "Not at all" to 5 - ‘‘To a very great extent" 
*2 Seven-point semantic differential style scales: 1 - "EDI-capable suppliers are definitely better" to 
7 - "Non-EDI-capable suppliers are definitely better" 
Testing of First Hypothesis H1 
Statistical Procedure 
The value of importance is measured for the four EDI transactions. To get a 
consoUdated value of importance for EDI capabiHty, the importance of the four EDI 
transactions is tested by factor analysis. Table 3 shows the result of factor analysis 
which indicates that they are correlated to a very great extent. 
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TABLE 13 
FACTOR ANALYSIS ON CORRELATION OF IMPORTANCE OF 
THE FOUR EDI TRANSACTIONS 
- - - - - - - - - - F A C T 〇 R A N A L Y S 工 S - - - - - - - - - -
I n i t i a l S t a t i s t i c s : 
V a r i a b l e C o m m u n a l i t y * F a c t o r E i g e n v a l u e P c t of V a r C u m P c t 
* 
E D I P u r c h a s e O r d e r 1 . 0 0 0 0 0 * 1 3 . 6 5 5 1 8 9 1 . 4 9 1 . 4 
E D I D i s p a t c h A d v i c e 1 . 0 0 0 0 0 * 2 .32710 8.2 99.6 
E D I R e c e i v i n g A d v i c e 1 . 0 0 0 0 0 * 3 . 0 1 7 7 2 .4 1 0 0 . 0 
E D I I n v o i c e 1 . 0 0 0 0 0 * 4 . 00000 .0 1 0 0 . 0 
F a c t o r M a t r i x : 
F a c t o r 1 
E D I P u r c h a s e O r d e r .94538 
E D I D i s p a t c h A d v i c e .95870 
E D I R e c e i v i n g A d v i c e .95870 
E D I I n v o i c e .96084 
F i n a l S t a t i s t i c s : 
V a r i a b l e C o m m u n a l i t y * F a c t o r E i g e n v a l u e P c t of V a r C u m P c t 
* 
E D I P u r c h a s e O r d e r .89375 * 1 3 . 6 5 5 1 8 9 1 . 4 9 1 . 4 
E D I D i s p a t c h A d v i c e . 9 1 9 1 1 * 
E D I R e c e i v i n g A d v i c e . 9 1 9 1 1 * 
E D I I n v o i c e . 9 2 3 2 2 * 
For simpHcity, the highest value among the four EDI transactions is taken to be the 
importance of EDI capabiUty as an influential factor in selecting supplier. Hatf of the 
respondents grades EDI as (1) not at aU, a quarter of respondents grades EDI as (3) to 
a moderate extent, the remaining quarter consists of companies grades EDI as (2) to a 
small extent, (4) to a great extent, and (5) to a very great extent. 
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The relative importance ofEDI capability compared with the other influential factors is 
computed as the difference between the importance of EDI capability and the highest 
values among other influential factors — or simply caUed "value gap". Ahnost half of 
the respondents have a value gap of 4 — the maximum difference. One respondent has 
a value gap of 0 — equal importance. The value gaps of the remaining respondents 
fall evenly between 1 to 3. Table 4 shows the results. 
TABLE 4 
IMPORTANCE OF EDI CAPABILITY AS A PURCHASE INFLUENTIAL FACTOR 
IN ALL COMPANIES 
EDI Capability Frequency ^ 
1 Not at All 7 53.8 
2 To a Small Extent 1 7 7 
3 To a Moderate Extent 3 23.1 
4 To a Great Extent 1 7 7 
5 To a Very Great Extent 1 7 7 
Total u 100.0 
Value Gap Frequency ^ 
~0 i W 
1 2 15.4 
2 2 15.4 
3 2 15.4 
4 6 46.1 
Total “ n 100.0 
Analysis of variance (ANOVA) is used to test the hypothesis H1. The ANOVA uses 
"value gap" as dependent variable and industrial segment as independent variable. 
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Results 
Table 5 shows the results of the ANOVA for the hypothesis H1. The result does not 
show a significant difference (F = 3.572, p = 0.068) among retailers, distributors and 
manufacturers at the confidence level of 0.05. Hence, we cannot accept the hypothesis 
H1. Thus, the result does not show retailers consider EDI capabiHty as a more 
important influential factor in selecting suppliers than distributors/manufacturers do. 
TABLE 5 
ANOVA FOR RELAXrVE IMPORTANCE OF EDI CAPABILITY 
AS AN INFLUENTLiL FACTORS IN SELECTING SUPPLIER 
VS. INDUSTFOAL SEGMENT OF A COMPANY 
* * * A N A L Y S I S 0 F V A R I A N C E * * * 
S u m of M e a n S i g 
S o u r c e of V a r i a t i o n S q u a r e s D F S q u a r e F of F 
M a i n E f f e c t s 1 0 . 1 2 9 2 5 . 0 6 5 3 . 5 7 2 .068 
I n d u s t r i a l s e g m e n t 1 0 . 1 2 9 2 5 . 0 6 5 3 . 5 7 2 .068 
E x p l a i n e d 1 0 . 1 2 9 2 5 . 0 6 5 3 . 5 7 2 .068 
R e s i d u a l 1 4 . 1 7 9 10 1 . 4 1 8 
T o t a l 2 4 . 3 0 8 12 2 . 0 2 6 
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Testing of Second Hypothesis H2 
Statistical Procedure 
The measurement of the four EDI facets in purchasing section is summarized in Table 
6. In measuring EDI volume and EDI breath, the measurement is taken from the major 
EDI transaction in each of the companies. 
TABLE 6 
SUMMARY OF FOUR EDI FACETS MEASUREMENT IN THE PURCHASING SECTION 
EDI Volume of Major EDI Transaction Frequency ^ 
~ ^ — W 76.9 
0 % + to 2 0 % 1 7 7 
20%+ to 40% 1 7 7 
40%+ to 60% 1 7 7 
60%+ to 80% _ _ 
80%+ to 100% _ _ 
Total “ n 100.0 
EDI Breath of Major EDI Transaction Frequency ^ 
~ ^ “ “ f0 T^ 
0%+ to 20% 2 15.4 
207r+ to 407r 丨 7 7 
40%+ to 607r . . 
607r+ lo 807r . . 
807r+ to l007f . _ 
Total ~ f3 100.0  -
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TABLE 6 (CONT'D) 
SUMMARY OF FOUR EDI FACETS MEASUREMENT IN THE PURCHASING SECTION 
EDI Diversity Frequency ^ 
0 Transactions 10 76.9 
1 Transactions 2 15.4 
2 Transactions 1 7.7 
3 Transactions _ _ 
Miscellaneous - _ 
Total B 100.0 
EDI Depth ~ ~ ~ Frequency %~ 
N/A “ l0 76.9 
Manual 1 77 
Automatic 2 15.4 
Total “ u 100.0 
The EDI usage is computed from the measurement of the four EDI facets by using a 
point system. In each facet, company with measurement value 0 is assigned a facet 
value of 0, company with measure in the lower half is assigned a facet value of 1’ and 
company with measure in the upper hatf is assigned a facet value of 2. The four facet 
values are summed up and compared against each other. A company with total 0 is 
considered to be no EDI usage, a company with total in the lower half is considered to 
be low EDI usage, and a company with total in the upper half is considered to be high 
EDI usage. Table 7 summarizes the result. Unfortunately, most of the companies are 




EDI USAGE ON THE PURCHASING SECTION 
EDI Usage Frequency ^ 
No Usage Td 76.9 
Low Usage 2 15.4 
High Usage 1 7.7 
Total U 100.0 
Table 8 shows the importance of EDI capability and its relative importance or the 
"value gap" from the three companies with EDI usage on the purchasing side. 
TABLE 8 
IMPORTANCE OF EDI CAPABILITY AND ITS RELATFVE IMPORTANCE 
AS AN INFLUENTIAL FACTOR IN SELECTING SUPPLIER AMONG 
COMPANIES WITH EDI USAGE ON PURCHASING SIDE 
EDI Capability ‘ Frequency ^ 
1 Not at All 1 33 3 
2 To a Small Extent _ _ 
3 To a Moderate Extent 1 33 3 
4 To a Great Extent _ _ 
5 To a Very Great Extent 1 33 3 
Total 3 99.9 
Value Gap Frequency ^ 
0 i 33.3 
1 - . 
2 1 33.3 
3 _ _ 
4 1 33.3 
Total 3 99.9 
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Results 
The outcome of these three companies matches the hypothesis H2, i.e. high EDI usage 
company has a higher value of importance of EDI capabiHty and a narrower value gap, 
and low EDI usage company has a lower value of importance of EDI capabHity and a 
wider value gap. It is planned to use ANOVA to test the hypothesis H2. However, as 
the valid sample size (n = 3) is too small, no ANOVA test is performed. Therefore, no 
definite conclusion can be made whether high EDI usage companies consider EDI 
capability as a more important influential factor in selecting suppHers than low EDI 
usage companies do. 
Testing of Third Hypothesis H3 
The hypothesis H3 is tested twice, first on the sales side and second on the purchasing 
side. Testing on the sales side reflects the preference towards EDI-capable customers, 
and testing on the purchasing side reflects the preference towards EDI-capable 
suppliers. 
Testing on Sales Section 
Statistical Procedure 
The measurement of the four EDI facets in sales section is summarized in Table 9. 
Two retailers are taken out from the sample, as they do not have the relevant company 
customers, hence the EDI usage on the purchasing side is not applicable to them. The 
remaining 11 companies are analyzed. 
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TABLE 13 
SUMMARY OF FOUR EDI FACETS MEASUREMENT IN THE SALES SECTION 
EDI Volume of Major EDI Transaction Frequency % 
0% i ^ 
0%+ to 20% 7 63.6 
20%+ to 40% 2 18.2 
40%+ to 60% - _ 
6 0 % + to 8 0 % 1 9.1 
80%+ to 100% - _ 
Total n 100.0 
EDI Breath of Major EDI Transaction Frequency ^ 
0% 1 9 T 
0%+ to 20% 10 90.9 
20%+ to 40% - _ 
40%+ to 60% - _ 
60%+ to 80% - _ 
80%+ to 100% - _ 
Total n 100.0 
EDI Diversity Frequency ^ 
0 Transactions 1 9.1 
1 Transactions 10 90.9 
2 Transactions _ _ 
3 Transactions _ _ 
Miscellaneous _ _ 
Total n 100.0 
EDI Depth Frequency % 
N/A ‘ 1 ^ 
Manual 7 63.6 
Automatic 3 27.3 
Total n 100.0 
The EDI usage is computed from the measurement of the four EDI facets by using the 
same point system as defmed in the previous section. Table 10 summarizes the result. 
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One company is found to have no EDI usage on the sales side. As some companies 
possesses the same EDI usage, they aU fall into the low EDI usage group. This makes 
the number of lower EDI usage companies more than the number of high EDI usage 
by four. 
TABLE 10 
EDI USAGE ON THE SALES SECTION 
EDI Usage Frequency ^ 
No Usage i 9 1 
Low Usage 7 63.6 
High Usage 3 27.3 
Total n 100.0 
The next step is to get a value for preference of EDI-capable customers. The answers 
to the two situational questions on preference of EDI-capable customers are very 
consistent in the sample. For simplicity, the value of either one of the answers is taken 
as the value of preference of EDI-capable customers. Table 11 shows the values. 
TABLE 11 
PREFERENCE OF EDI-CAPABLE CUSTOMERS 
Preference of EDI-Capable Customers Frequency %~ 
1 Very Unlikely g 72 7 
2 Unlikely 2 18.2 
3 Neutral 1 9 | 
4 Likely _ _ 
5 Very Likely _ _ 
T ^ n 100.0 
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ANOVA is used to test the hypothesis H3. The ANOVA uses value of preference of 
EDI-capable customers as dependent variable and EDI usage as independent variable. 
Result 
Table 12 shows the results of the ANOVA for the hypothesis H3. The result does not 
show a significant difference (F = 0.595, p = 0.463) between high usage companies and 
low usage companies at the confidence level of 0.05. Hence, we cannot accept the 
hypothesis H3 on the sales side. Thus, the result does not show high EDI usage 
companies prefer EDI-capable customers more than low EDI usage companies do on 
the sales side. 
TABLE 12 
ANOVA FOR DIFFERENCES IN PREFERENCE OF EDI-CAPABLE CUSTOMERS 
VS. EDI USAGE 
* * * A N A L Y S 工 S 〇 F V A R I A N C E * * * 
S u m of M e a n S i g 
S o u r c e of V a r i a t i o n S q u a r e s D F S q u a r e F of F 
M a i n E f f e c t s .305 1 .305 .595 .463 
E D I U s a g e .305 1 .305 .595 .463 
E x p l a i n e d .305 1 .305 .595 .463 
R e s i d u a l 4 . 0 9 5 8 .512 
T o t a l 4 . 4 0 0 9 .489 
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Testing on Purchasing Section 
Statistical Procedure 
The EDI usage measured in the testing of the hypothesis H2 is used. Value of 
preference of EDI-capable suppHers has to be obtained from the answers of the five 
situational questions on preference of EDI-capable suppUers. The five situational 
questions are designed in such a way that company favors EDI wiU tend to take the 
large value and vice versa. The five answers are tested by factor analysis. Table 13 




FACTOR ANALYSIS ON CORRELATION OF THE FIVE SITUATIONAL QUESTIONS 
ON THE CHOICE OF SUPPLIERS 
- - - - - - - - - — F A C T 〇 R A N A L Y S I S - - - - — - - - - -
I n i t i a l S t a t i s t i c s : 
V a r i a b l e C o m m u n a l i t y * F a c t o r E i g e n v a l u e P c t of V a r C u m P c t 
* 
S t a r t w i t h E D I 1 . 0 0 0 0 0 * 1 3 . 1 0 1 6 5 6 2 . 0 6 2 . 0 
R e f u s e n o n - E D I 1 . 0 0 0 0 0 * 2 . 8 4 0 1 6 1 6 . 8 7 8 . 8 
P r e f e r E D I 1 . 0 0 0 0 0 * 3 . 6 8 4 4 4 1 3 . 7 9 2 . 5 
S t o p n o n - E D I 1 . 0 0 0 0 0 * 4 . 2 2 1 9 9 4 . 4 9 7 . 0 
S w i t c h t o E D I 1 . 0 0 0 0 0 * 5 . 1 5 1 7 5 3 . 0 1 0 0 . 0 
F a c t o r M a t r i x： 
F a c t o r 1 
S t a r t w i t h E D I . 7 0 9 5 3 
R e f u s e n o n - E D I . 7 0 3 6 6 
P r e f e r E D I . 7 5 1 3 4 
S t o p n o n - E D I . 8 5 7 9 8 
S w i t c h t o E D I . 8 9 5 7 8 
F i n a l S t a t i s t i c s : 
V a r i a b l e C o m m u n a l i t y * F a c t o r E i g e n v a l u e P c t of V a r C u m P c t 
* 
S t a r t w i t h E D I . 5 0 3 4 4 * 1 3 . 1 0 1 6 5 6 2 . 0 6 2 . 0 
R e f u s e n o n - E D I . 4 9 5 1 4 * 
P r e f e r E D I .56452 * 
S t o p n o n - E D I .73614 * 
S w i t c h to E D I . 8 0 2 4 2 * 
For simplicity, the rounded mean of the five answers is taken to be the value of 
preference of EDI-capable supplier. Table 14 summaries the results for both the 
sample and companies with EDI usage on purchasing side only. 
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TABLE 13 
PREFERENCE OF EDI-CAPABLE SUPPLIERS 
Preference of EDI-Capable Suppliers (the sample) Frequency % 
1 Very Unlikely 4 30.8 
2 Unlikely 4 30.8 
3 Neutral 5 38.5 
4 Likely - _ 
5 Very Likely - _ 
Total n 100.1 
Preference of EDI-Capable Suppliers (companies Frequency % 
with EDI usage on purchasing sides only) 
1 Very Unlikely _ _ 
2 Unlikely 1 33 .3 
3 Neutral 2 66.7 
4 Likely _ _ 
5 Very Likely _ _ 
Total 3 100.0 
The outcome of these three companies matches the hypothesis H3, i.e. high EDI usage 
company has a higher preference towards EDI-capable suppUers, and low EDI usage 
companies has a lower preference towards EDI-capable suppHers. It was planned to 
use ANOVA to test the hypothesis H3 on the purchasing side. However, as the vaHd 
sample size (n = 3) is too smaU, no ANOVA test is performed. Therefore, no defmite 
conclusion can be made whether high EDI usage companies prefer EDI-capable 




An interview [VI] was conducted with an Marketing Executive ("the Interviewee") 
from one of the medium size retailer in Hong Kong. The interviewed company ("the 
Company") is also one of the low EDI usage retailer in the sample. The interviewed 
topics were the EDI implementation strategy and connection strategy of the Company. 
EDI Implementation Strategy of the Company 
With the enhancement of information technology, the Company is able to keep track of 
stock information at item level. This aUows the Company to reduce the inventory 
holding level in the stores and operate flow through^ distribution center instead of 
conventional warehouse. Also, the Company is able to use a more accurate ending 
inventory to prepare the latest monthly operating statement in short period of time. In 
order to achieve this, the purchasing cycle has to be completed in shortest period of 
time. The purchasing cycle consists of ordering, receiving and invoicing. 
3 A just-in-time system allows the company to order exactly what the stores 
required. The warehouse acts as a receiving centre and a distribution centre. 
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Ordering 
The Company has recently enhanced its Retail Merchandising Management System and 
is now able to generate automatic purchase orders from store orders. An average of 
58,500 purchase orders are sent to 180 suppUers monthly. The purchase orders are 
sent out by computerized fax server and EDI. The current EDI purchase order usage 
is 0.5% of purchase orders are now handled by EDI to 8% of suppliers. 
The significant changes in purchasing procedures has akeady improve operating 
efficiency. However, in order to minimize any disruption to the flow through 
distribution cycle, including data entry delay by suppUer as a reason for late delivery, 
the Company is pushing its suppUers to adopt EDI purchase orders. Therefore, a 
major reason for the Company to implement EDI purchase orders is to push its 
suppliers to reduce their delivery lead time. 
Receiving 
The Company has no intention to implement EDI dispatch advice and receiving advice 
for five reasons: 
1. M goods received must be based on purchase order. By using the purchase order 
information to perform the receiving of the goods can reduce the manual effort to 
match the receiving with the purchase order. 
2. By using the purchase order information in receiving, there is no need to use extra 
equipment and implement extra interface to capture suppliers' delivery information. 
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3. The supplier's dispatch advice information is still variable due to damaged goods 
on delivery. For the Company it is still necessary to confu*m the actual quantities 
received. 
4. It is stiU necessary to perform physical counts. No physical counts at good 
receiving will create opportunities for the delivery men/warehouse staff to steal. 
5. Confirming actual received quantities by signing on paper document by both parties 
is still the simplest and most effective method to avoid dispute. 
Instead the Company has decided to use the in-house purchase order information to 
perform the functions of EDI dispatch advice and receiving advice interfaces. 
Invoicing 
The next step in purchasing cycle is invoicing. In order to obtain the latest monthly 
operating information, invoices are needed to fmaHze the purchase account in the 
operating statement. Before posting the invoices to the purchase account, the invoices 
have to be collected, matched, and verified. 
Generally speaking, most invoices are coUected by mail or deUvered with the goods. 
Invoices coUected by mail usuaUy take more time to arrive due to Umitation that the 
vendor requires to confirm actual delivered quantities before sending out invoices. 
Invoices deUvered with the goods are often inaccurate due to quantity variation caused 
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by damaged goods on delivery. Once the invoices are collected, they have to be 
matched against the receiving records. Matching invoiced quantities against received 
quantities is a time consuming process. When the invoices are matched, they have to 
be verified against trading terms. Verifying vendors' prices on invoices is another time 
consuming process. 
The Company akeady maintains agreed price with vendors in its Retail Merchandising 
Management System, and the actual received quantities are captured daily into the 
same system. To simplify the verification and matching process, the Company has 
adopted an automatic invoice matching process. By manuaUy entering the suppUers' 
invoice totals and purchase order number into the Retail Merchandising Management 
System, the system wiU calculate the receipt value based on the agreed price and 
receiving quantities, and compare the receipt value against the invoice totals. Invoices 
with discrepancy within a tolerance percentage wiU be accepted for settlement, and the 
corresponding amount wiU be immediately used in posting to the purchase account for 
calculating latest monthly operating statement. Invoices out of tolerance wiU then be 
checked in detail. After implementing this process, only 7% of the invoices needed to 
be handled manually. 
This automatic invoice matching process has akeady shorten the verification time and 
matching time, but the Company is going to implement EDI invoice for three reasons. 
1. Electronic transmission is much faster than postal mail, hence will shorten the 
invoice collection time by 1-2 days. 
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2. EDI invoice can be directly linked to the Retail Merchandising Management 
System and can be used in the automatic verification and matching process. This 
will further reduce the manual effort involved in entering the suppliers' invoices. 
3. The Company is going to ask the suppliers to key in the actual deUvered quantities 
before sending out the EDI invoices. This will improve the accuracy of the 
invoices and reduce the manual effort to handle unmatched invoices in the 
automatic process. 
Therefore, the second EDI appHcation to be implemented by the Company is EDI 
invoice. The EDI implementation strategy of the Company is consistent with past 
studies [P11] that purchase order and sales invoice are usually the first appUcation to 
be implemented. 
EDI Connection Strategy of the Company 
The Company targets to have 70% of suppHers to handle 50% of purchase orders 
through EDI in 2 years' time, and 95% of suppliers to handle 90% of purchase orders 
in 5 years' time. The Company targets to have 30% of suppHers to handle 60% of 
invoices through EDI in 2 years' time, and 90% of suppHers to handle 90% of invoices 
in 5 years' time. However, as indicated by the Interviewee, the situation is not that 
favorable. The Company has sent letters to aU its suppUers to ask for avaiIabiHty of 
communicating EDI purchase order and EDI invoices with the suppliers. Only a few 
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large suppliers are capable to do so, some of them replied with a target date, and most 
of the others simply said that they are not ready for EDL 
The Company needs to take further action to encourage its suppliers to adopt EDL 
The Company reUes on HKANA to push the large suppUers in the industry to 
implement EDL For the smaU suppHers, the Company wiU use the motivation strategy 
to encourage them to adopt EDI at the beginning, such as offering better discount 
when the suppUers organize promotion campaign. The interviewee expected that in 
the second stage, the Company wiU tum hard to negotiate trading term with the non-
EDI-capable suppliers. EventuaUy, when EDI is quite mature in the industry, the 
strategy wiU simply be punishment. Non-EDI-capable suppUers wiU be deleted or 
substituted by other EDI-capable suppUers. Nevertheless, the punishment wiU have an 
effect on both parties. If the product is off the sheLF or replaced by the second best 
substitute, the image of the Company wiU be affected. This may have certain impacts 
on the business. 
Supplier's Problems 
Having frequent contacts with the suppUers, the interviewee understands the problems 
encountered by its suppUers. Most of the suppUers are comparatively smaUer in size. 
They may not even have a fuU time technical staff responsible for computer system. 
Implementing EDI is a quite compUcated process to them. Most of the current EDI-
capable suppUers are merely using the EDI software to print out the EDI purchase 
order. There is no cost advantage to the suppUers. In fact, they have to incur cost in 
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exchange of increasing the customer's perceived benefit by adding value to the 
customer's surplus. 
The interviewee also indicates that the EDI standard used in Hong Kong has been 
enhanced several times since first release. In each version upgrade, the EDI format 
and message syntax were also changed to adapt to the more comprehensive needs. 
Even though, there is a grace period for the users to migrate to the new version, the 
Company still need to spend resources to upgrade the in-house programs for the 
changes. In this case, the suppUers are even more reluctant to enter into this 
relationship-specific investment. 
Some problems are related to the local EDI environment. The EDI transmission 
implemented in Hong Kong network is not door-to-door. The user is required to dial 
up to the network to coUect the EDI messages. As there is no signal to inform the user 
the arrival of the incoming message, the user need to try numerous time a day to 
coUect the message. Sometimes, the user may need to caU the sender to check whether 
the message has been sent or not. 
The HKANA has announced to change the standard trade unit bar-code from 13 digits 
to 14 digits, but there are two main retailers in Hong Kong who dominate the EDI 
convention, and one of them is not going to adopt 14 digits convention in a short term. 
This act holds up other EDI users to commit to the announcement. The HKANA is 
not a government authority but an association sponsored by the members from a wide 
range of industry sectors. The chairmen and the committees are senior executives of 
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large companies within the industry. The association's rolc is only lo advise ils 
members and the industry on the use of international standards. The discipline comes 
from the voluntary act of its members. The HKANA has little power in enforcing their 
decisions. 
Finally, the Interviewee feels that an effective way to help small suppliers to adopt EDI 
is the large retailers dedicate resources to work with the small suppliers by providing 
training and information on EDI. However, presently, most IT resources of the 





This research studied the impact of EDI usage on choice of trading partner. Three 
hypotheses were formulated and tested with a sample of EDI users from HKANA. 
The first hypothesis H1 tested whether retailers consider EDI capabiUty as a more 
important influential factor in selecting suppUers than distributors/manufacturers do. 
With a sample of size 13, the result does not show a significant different between 
retailers and distributors/manufacturers at a confidence level of0.05. 
The second hypothesis H2 tested whether high EDI usage companies consider EDI 
capability as a more important influential factor in selecting suppliers than low EDI 
usage companies do. Due to the small sample of size 3, no valid test could be 
performed and nothing was concluded. 
The third hypothesis H3 tested whether high EDI usage companies prefer EDI-capable 
trading partners more than low EDI usage companies do. On the sales side, with a 
sample of size 11, the result does not show a significant different between high EDI 
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usage companies and low EDI usage companies at a confidence level of 0.05. This is 
easy to understand that companies will seldom sacrifice the customers to improve their 
operating efficiency. There is no reason why the companies would discriminate against 
non-EDI-capable customers in the business point of view. 
The third hypothesis H3 was tested on the purchasing side. Again due to the smaU 
sample of size 3, no valid test can be performed and nothing was concluded. 
Limitation of this Research 
The major weakness of this research was the low response rate of the questionnaires 
which resulted in a very smaU sample, and so smaU that no ANOVA can be performed 
for some tests. It would be unwise to draw any general conclusions about the findings. 
The low response rate may be due to the low EDI usage in Hong Kong. 
HKANA has over 1,400 members with less than 300 companies (around 20%) 
registered as EDI users. However, not aU of the registered companies are active EDI 
users, this can be shown by the fact that one of the companies in the sample has no 
EDI usage at all. This results in an even lower percentage of EDI users. 
Among the 13 companies studied, most of the EDI activities are Umited to one 
transaction, EDI purchase order 一 low EDI diversity. Most of the companies are just 
printing out the EDI transaction on arrival — low EDI depth. Only the medium-to-
large retailers can afford the investment in obtaining EDI transaction volume and 
establishing EDI connections with external trading partners, but the percentages are 
47 
Still vary largely below 50% — low EDI volume and low EDI breath. This shows that 
the EDI usage in EDI members of HKANA is quite low. 
All companies in the sample came from the membership roster of the HKANA. 
Companies belonging to HKANA may be comparatively more receptive to EDI and 
more proactive in EDI adoption. The overaU EDI usage in Hong Kong may be even 
lower. 
Suggestion for Future Research 
The major weakness of this research was the low response rate and Umited to members 
of HKANA. Also, this study only addressed on the usage level of transaction oriented 
EDL Future researches must be pursued by coUecting data from a larger number of 
companies. They should include a cross section of respondents from sources other 
than HKANA and include other EDI forms. This would aUow a more satisfactory 
analysis and improve the reliability of the results. 
Managerial Implication 
[W3] EDI has been a weU-known and much taUced-about objective in Hong Kong for 
the last eight years, but the society is still unable to offer EDI to the local trade and 
transport industry, and their overseas trading partners. EDI is not widespread or 
extensive used enough in Hong Kong. It is typicaUy used with just a few trading 
partners to exchange a small number of business documents. 
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The testing of hypothesis H1 shows no significant between retailers and 
distributors/manufactures on considering EDI capability as a more important influential 
factor in selecting suppUers. This impUes that there is no great impact difference from 
EDI among the companies on the vertical chain. A far-reaching implication to 
managers would be there is no need to consider about the position of their company in 
the vertical chain when evaluating EDI. 
The testing of hypothesis H3 on the sales side shows no significant between high EDI 
usage companies and low EDI usage companies on preference of EDI-capable 
customers. This implies that there is no great impact difference of EDI among the 
different EDI usage level on the sales side. Non-EDI-capable company with EDI-
capable suppliers may be affected much by not implementing EDL 
GeneraUy there is stiU a survival capacity for non-EDI-capable companies to keep 
trades with the local partners. However, they should be very cautious when EDI 
becomes much wider used. Interview study indicates that the retailers are sure to go 
for EDL 
Last but not least, the interview study indicates that there are stiU a number of EDI 
implementation problems needed to be solved. To strengthen Hong Kong's status as a 
key business center in the world and its role as an electronic information hub in Asia-
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Pacific, there is still a long way to go especially when compared to Singapore^ where 
there is significant government support, commitment and compulsion. 
4 [W4] Singapore has adopted EDI at the national level, with the Government as the 
prime mover in setting up a nation-wide EDI network infrastructure. TradeNet 一 Singapore's first 
EDI network was implemented in 1989，and since then has been extended to the many other sectors 
including healthcare, legal, manufacturing, distribution, retail and transportation. Today, there are 
about 20,000 users using EDI services in Singapore. The support, commitment and compulsion from 
the Singapore Government targets to enhance Singapore's international competitiveness as a 
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Dear Sir 
EDI Usage Survev 
The use of Electronic Data Interchange (EDI) has grown rapidly since the late 1970s, especially in 
North American and Europe where it is becoming a prerequisite of doing business with many 
multinational companies. Many large companies in Hong Kong are already using EDI. How 
important is EDI in Hong Kong? Will it become an order qualifier or even an order winner? I would 
like to have your opinion on this subject. 
I am a final year student of Three-year MBA Programme from the Chinese University of Hong 
Kong. I am recently working on a project concerning EDI. The purpose of my study is to have a 
survey on the EDI usage in Hong Kong companies and to examine the impact of EDI on the 
choice of trading partner 
Please feel comfortable to give me your response in the enclosed questionnaire and kindly use the 
attached envelop to send it back before 15 Feb 98. I will send back the result for your reference. 
Thank you for your kind support to this academic study. 
Your Sincerely 
f^lCiA/MK/^ ^^ d^  
Karen Yau 
student of Three-year MBA Programme 
The Chinese University of Hong Kong 
Student No. : 95111060 




E D I USAGE SURVEY 
This survey is to study EDI usage and choice of trading partners. EDI (Electronic Data 
Interchange) is defined as the transmission of business transaction information in 
computer-readable form between organisations in a standard message format followed 
by ail participants in the trade cycle. 
The questionnaire is divided into 2 sections: Purchasing and Sales. In each section, the 
usage of 4 EDI business transactions 一 purchase order, dispatch advise, receiving 
advice, and invoice — are studied. At the end of each section, there are several 
questions concerning the choice of trading partners. 
Please feel comfortable giving approximate responses. Past researches have shown 
that it is more important to have approximate answers than none at all. 
Please use the enclosed envelope to mail this questionnaire back to: 
The Town Centre, CUHK MBA Programmes 
Room 307 East Ocean Centre 
98 Granville Road 
Tsim Sha Tsui 
1. Background Information 
a. Name of your company: — 
b. What industry does your company belong to?  
c. What segment does your company belong to in the industry? Please tick one. 
• Material Supplier 
• Product Manufacturer 
• Distributor / Wholesaler 
• Retailer 
• Others  
d. What is your company's major business product / service? 
e. What is the total number of employees in your company? employees 
f. Do you have an EDP / IT. / I.S. Department? • Yes • No 
g. What is the number of staff in your EDP / I.T. / I.S. Department? staff 
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Purchasing Section 
2. Purchase Order (to Supplier) 
Purchase order is defined as the document / information you send to your supplier for making a purchase. 
a. Which is the most frequently used method you've used to send purchase orders? 
Please rank 1 against the most frequently used method, 2 against the second most frequently 
used method etc., and 0 against the method you never used. 
( )Face-to-face (e.g. sales representative) 
( ) P h o n e 
( ) F a x 
( ) M a i l 
( ) E D I 
( ) O t h e r s  
b. Is EDI purchase order available in your industry? • Yes • No 
c. Are you able to send purchase orders through EDI Now? • Yes • No 
d. If Yes, How do you send the purchase orders through EDI? Please tick one. 
• Manually enter information into an EDI software and send out in EDI format. 
• Transfer information generated by a computerised information system (such as 
Inventory Control System, MRP) to an EDI software and send out in EDI format. 
• Others  
e. Average number of purchase orders handled monthly:  
f. % of purchase orders handled through EDI currently: % 
g. Targeted % handled through EDI in 2 years' time: % 
h. Targeted % handled through EDI in 5 years' time: % 
i. Total number of suppliers involved:  
j. % of suppliers handled through EDI currently: % 
k. Targeted % of suppliers handled through EDI in 2 years' time: % 
I. Targeted % of suppliers handled through EDI in 5 years' time: % 
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3. Dispatch Advice (from Supplier) 
Dispatch advice (or delivery note) is defined as the document / information your supplier sends to you to 
inform you the delivery information ofyourpurchase. 
a. Which is the most frequently used method youVe used to receive dispatch advices? 
Please rank 1 against the most frequently used method, 2 against the second most frequently 
used method etc., and 0 against the method you never used. 
( )Face-to-face (e.g. delivery man) 
( ) P h o n e 
( ) F a x 
( ) M a i l 
( ) E D I 
( ) O t h e r s  
b. Is EDI dispatch advice available in your industry? • Yes • No 
c. Are you able to receive dispatch advices through EDI Now? • Yes • No 
d. If Yes, How do you receive the dispatch advices through EDI? Please tick one. 
• Print out the EDI data received. 
• Transfer the EDI data received to a computerised information system (such as 
Inventory Control System, MRP). 
• Others  
e. Average number of dispatch advices handled monthly: _ _ _ _ _ _ 
f. % of dispatch advices handled through EDI currently: _ _ _ _ _ % 
g. Targeted % handled through EDI in 2 years' time: % 
h. Targeted % handled through EDI in 5 years' time: % 
i. Total number of suppliers involved:  
t 
j. % of suppliers handled through EDI currently: % 
k. Targeted % of suppliers handled through EDI in 2 years' time: % 
I. Targeted % of suppliers handled through EDI in 5 years' time: % 
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4. Receiving Advice (to Supplier) 
Receiving advice is defined as the document / information you send to yoursupplierto confirm the receipt of 
goods. 
a. Which is the most frequently used method you've used to send receiving advices? 
Please rank 1 against the most frequently used method, 2 against the second most frequently 
used method etc., and 0 against the method you ne\fer used. 
( )Face-to-face (e.g. acknowledge on the delivery note from the delivery man) 
( ) P h o n e 
( ) F a x 
( ) M a i l 
( ) E D I 
( ) O t h e r s  
b. Is EDI receiving advice available in your industry? • Yes • No 
c. Are you able to send receiving advices through EDI Now? • Yes • No 
d. If Yes, How do you send the receiving advices through EDI? Please tick one. 
• Manually enter information into an EDI software and send out in EDI format. 
• Transfer information generated by a computerised information system (such as 
Inventory Control System, MRP) to an EDI software and send out in EDI format. 
• Others  
e. Average number of receiving advices handled monthly: _ _ _ _ _ 
f. % of receiving advices handled through EDI currently: ^ ^ _ _ _ % 
g. Targeted % handled through EDI in 2 years' time: % 
h. Targeted % handled through EDI in 5 years' time: % 
i. Total number of suppliers involved: _ _ _ ^ _ 
t 
j. % of suppliers handled through EDI currently: % 
k. Targeted % of suppliers handled through EDI in 2 years' time: % 
I. Targeted % of suppliers handled through EDI in 5 years' time: % 
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5. Invoice (from Supplier) 
Invoice is defined as the document / information your supplier sends to you to inform you the charge ofyour 
purchase. 
a. Which is the most frequently used method you've used to receive invoices? 
Please rank 1 against the most frequently used method, 2 against the second most frequently 
used method etc., and 0 against the method you never used. 
( )Face-to-face (e.g. delivery man) 
( ) P h o n e 
( ) F a x 
( ) M a i l 
( ) E D I 
( ) O t h e r s      
b. Is EDI invoice available in your industry? • Yes • No 
c. Are you able to receive invoices through EDI Now? • Yes • No 
d. If Yes, How do you receive the invoices through EDI? Please tick one. 
• Print out the EDI data received. 
• Transfer the EDI data received to a computerised information system (such as 
Inventory Control System, MRP). 
• Others  
e. Average number of invoices handled monthly: _ _ _ _ _ 
f. % of invoices handled through EDI currently: _ _ _ _ _ % 
g. Targeted % handled through EDI in 2 years' time: _ _ _ _ _ % 
h. Targeted % handled through EDI in 5 years' time: % 
i. Total number of suppliers involved: _ _ _ _ _ 
• 
j. % of suppliers handled through EDI currently; _ _ _ _ _ % 
k. Targeted % of suppliers handled through EDI in 2 years' time: _ _ _ _ _ % 
1. Targeted % of suppliers handled through EDI in 5 years' time: _ _ _ _ _ _ � / � 
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6. Choice of Suppliers 
a. Who are your major suppliers? 
Please rank 1 against the majorsuppliers, 2 against the second majorsuppliers etc.. 
( )Material Suppliers 
( )Product Manufacturers 
( )Distributors / Wholesalers 
( ) O t h e r s  
b. Please indicate your perceptions on EDI-capable suppliers and non-EDI-capable 
suppliers on each of the factors. 
EDI-capable Non-EDI-capable 
Pleasecircleanumber S u p ^ i ^ No Suppliers 
are definitely difference are definitely 
better better 
Product 
Quality of products 1 2 3 4 5 6 7 
Brand name 1 2 3 4 5 6 7 
Market share of the product 1 2 3 4 5 6 7 
Price 
Price level 1 2 3 4 5 6 7 
Price flexibility 1 2 3 4 5 6 7 
Delivery 
Delivery speed 1 2 3 4 5 6 7 
Delivery time flexibility 1 2 3 4 5 6 7 
Delivery time reliability 1 2 3 4 5 6 7 
Delivery quantity reliability 1 2 3 4 5 6 7 
> 
Customer Services 
Willing to meet special 1 2 3 4 5 6 7 
needs 
Provides goods return 1 2 3 4 5 6 7 
Maintains inventory for 1 2 3 4 5 6 7 
stable supply 
Provide credit limit and 1 2 3 4 5 6 7 
credit term 
Sales Force's Image 1 2 3 4 5 6 7 
Supplier's lmaqe 1 2 3 4 5 6 7 
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c. To what extent the following factors affect your choice of suppliers: 
1 2 3 4 5 
Not at all To a small To a moderate To a great To a very great 
extent extent extent extent 
Please circle a number 
Product 
Quality of products 1 2 3 4 5 
Brand name 1 2 3 4 5 
Market share of the product 1 2 3 4 5 
Price 
Price level 1 2 3 4 5 
Price flexibility 1 2 3 4 5 
Delivery 
Delivery speed 1 2 3 4 5 
Delivery time flexibility 1 2 3 4 5 
Delivery time reliability 1 2 3 4 5 
Delivery quantity reliability 1 2 3 4 5 
Customer Services 
Willing to meet special needs 1 2 3 4 5 
Provides goods return 1 2 3 4 5 
Maintains inventory for stable supply 1 2 3 4 5 
Provide credit limit and credit term 1 2 3 4 5 
Sales Force's Image 1 2 3 4 5 
Supplier's lmaae 1 2 3 4 5 
EDI Capability 
Able to receive EDI purchase order 1 2 3 4 5 
Able to send EDI dispatch advice 1 2 3 4 5 
Able to receive EDI receiving advice 1 2 3 4 5 
Able to send EDI invoice 1 2 3 4 5 
Page 7 
EDI Usage Survey 
d. At the present moment, will you start trading with a new supplier simply because it is 
EDI-capable? Please circle a number 
1 2 3 4 5 
Very unlikely Unlikely Neutral Likely Very Likely 
e. Will you refuse to trade with a new supplier simply because it is not EDI-capable? 
Please circle a number 
1 2 3 4 5 
Very unlikely Unlikely Neutral Ukely Very Likely 
f. If there are two new suppliers who provide approximately the same product at 
approximately the same price and services to you, but one is EDI-capable and the other 
is non-EDI-capable. And you decide to purchase from one of them. Will you give your 
orders to the EDI-capable supplier? Please circle a number 
1 2 3 4 5 
Very unlikely Unlikely Neutral Likely Very Likely 
g. Will you stop trading with an existing supplier simply because it is not EDI-capable? 
Please circle a number 
1 2 3 4 5 
Very unlikely Unlikely Neutral Likely Very Likely 
h. If there is a new supplier who is EDI-capable and can provide you a product which can 
substitute a product you currently obtained from an existing non-EDI-capable supplier at 
approximately the same price and services. Will you switch your orders to the EDI-
capable supplier? Please circle a number 
1 2 3 4 5 
Very unlikely Unlikely Neutral Likely Very Likely 
• 
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Sales Section 
Please answer sections 7 -11，if your company has company customers. 
7. Purchase Order (from Customer) 
Purchase order is defined as the document / information your customer sends to you for making a 
purchase. 
a. Which is the most frequently used method you've used to receive purchase orders? 
Please rank 1 against the most frequently used method, 2 against the second most frequently 
used method etc., and 0 against the method you never used. 
( )Face-to-face (e.g. sales representative) 
( )Phone 
( ) F a x 
( ) M a i l 
( ) E D I 
( ) O t h e r s  
b. Are you able to receive purchase orders through EDI Now? • Yes • No 
c. If Yes, How do you receive the purchase orders through EDl7>Please tick one. 
• Print out the EDI data received. 
• Transfer the EDI data received to a computerised information system (such a s 
Inventory Control System, MRP) 
• Others  
d. Average number of purchase orders handled monthly:  
e. % of purchase orders handled through EDI currently: % 
f. Total number of customers involved: _ _ _ _ _ 
g. % of customers handled through EDI current lv :� % 
t 
8. Dispatch Advice (to Customer) 
Dispatch advice (^or delivery note) is defined as the document / information you send to your customer to 
inform him the delivery information ofhis purchase.      
— — —   
a. Which is the most frequently used method you've used to send dispatch advices? Please 
rank 1 against the most frequently used method, 2 against the second most frequently used 
method etc., and 0 against the method you never used. 
( )Face-to-face (e.g. delivery man) 
( ) P h o n e 
( ) F a x 
( ) M a i l 
( ) E D I 
( ) O t h e r s _ _ _ _ ^ _ ^ 
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b. Are you able to send dispatch advices through EDI Now? • Yes • No 
c. If Yes, How do you send the dispatch advices through EDI? Please tick one. 
口 Manually enter information into an EDI software and send out in EDI format. 
口 Transfer information generated by a computerised information system (such as 
Inventory Control System, MRP) to an EDI software and send out in EDI format. 
• Others  
d. Average number of dispatch advices handled monthly:  
e. % of dispatch advices handled through EDI currently: % 
f. Total number of customers involved:  
g. % of customers handled through EDI currently: % 
9. Receiving Advice (from Customer) 
Receiving advice is defined as the document / information yourcustom6rs6nds to you to confirm the receipt 
ofgoods. 
a. Which is the most frequently used method you've used to receive receiving advices? 
Please rank 1 against the most frequently used method, 2 against the second most frequently 
used method etc., and 0 against the method you never used. 
( ) F a c e - t o - f a c e (e.g. acknowledge on the delivery note from the delivery man) 
( ) P h o n e 
( ) F a x 
( ) M a i l 
( ) E D I 
( ) O t h e r s  
b. Are you able to receive receiving advices through EDI Now? • Yes • No 
c. If Yes, How do you receive the receiving advices through EDI? Please tick one. 
• Print out the EDI data received. 
^ M , ^ _ ^ : EUJransfer the EDI data received to acomputerised information system (suchas ^ '; 
lnventpry Control System, MRP) 
• Others  
d. Average number of receiving advices handled monthly:  
e. % of receiving advices handled through EDI currently: % 
f. Total number of customers involved:  
g. % of customers handled through EDI currently: % 
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10. Invoice (to Customer) 
Invoice is defined as the document / information you send to your customer to inform him the charge of his 
purchase. 
a. Which is the most frequently used method you've used to send invoices? 
Please rank 1 against the most frequently used method, 2 against the second most frequently 
used method etc., and 0 against the method you never used. 
( )Face-to-face (e.g. delivery man) 
( )Phone 
( ) F a x 
( ) M a i l 
( ) E D I 
( ) O t h e r s  
b. Are you able to send invoices through EDI Now? • Yes • No 
c. If Yes, How do you send the invoices through EDI? Please tick one. 
• Manually enter information into an EDI software and send out in EDI format. 
• Transfer information generated by a computerised information system (such as 
Inventory Control System, MRP) to an EDI software and send out in EDI format. 
• Others  
d .Average number of invoices handled monthly:  
e. % of invoices handled through EDI currently: % 
f. Total number of customers involved:  
g. % of customers handled through EDI currently: % 
11. Choice of Company Customers 
a. Who are your major customers? 
Please rank 1 against the majorcustomers, 2 against the second major customers etc.. 
( )Product Manufacturers 
( )Distributors / Wholesalers 
( )Retailers 
( ) O t h e r s  
b. At the present moment, will you refuse to trade with a new customer simply because it is 
not EDI-capable? Please circle a number. 
1 2 3 4 5 
Very unlikely Unlikely Neutral Likely Very Likely 
c. Will you stop trading with an existing customer simply because it is not EDI-capable? 
Please circle a number. 
1 2 3 4 5 
Very unlikely Unlikely Neutral Likely Very Likely 
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